A 

A 

0 

iOUTi 

0 

JO 

1 

0 

GIC 

2 

3> 

3 

^ 

6 

33 

4 

2 

ACIL 

3J 

0 

UAWf; 


Lower  Our   Standard?— Never! 


ADDRESS  OF 

ANDREW  JAY  FRAME, 

President  Waukesha  {JVis.)  National  Bank 
— JGAINST  — 


FIAT  MONEY 

In    Repl^    to  an    Address  by  John  L.   Hamilton, 

ex-President  of  the  American  Bankers' 

dissociation,  Jldvocating  the  Plan 

of  the  Committee  of  said 

Association 


BEFORE  THE 

MINNESOTA    STATE   BANKERS'  JJSSOCIATION 

JT  ST.  PAUL.  JULY  9th  and  lOih.   1907. 


The  Fallacies  of  the  Currency^  T^lan    of  The  Ameri 
can  ^anl^ers'  Association  Committee. 


I  thank  God  that  the  press  of  this  country  is  open  for  a  free  discussion 
of  all  important  subjects.  I  grieve  to  disagree  with  some  of  my  good 
f  1  lends,  but  I  yield  to  no  man  in  patriotism,  therefore  as  I  am  not  hunting 
for  office  I  do  not  fear  to  charge  some  of  the  leaders  of  the  great  American 
Bankers'  Association  with  side  tracking  free  discussion  of  the  all  important 
«irrency  question  at  the  last  annual  meeting  in  St.  Louis.  Although  open 
discussion  was  announced  upon  the  program  for  Wednesday  and  also  on 
Thursday,  all  discussion  was  postponed  from  Wednesday  to  Thursday  ex- 
cept two  addresses,  both  favoring  asset  currency,  and  then  from  Thursday 
to  Friday  as  a  special  order  al  10  A.  M.  Even  then  two  addresses  on 
other  subjects  filled  the  period  'till  11  A.  M.,  and  because  the  Association 
was  to  adjourn  at  1  P.  M.  discussion  was  limited  to  five  minutes  for  each 
siH'aker.  How  could  any  one  expect  anything  like  an  intelligent  or  free 
discussion  of  this  topic  under  such  conditions? 

From  free  comments  on  the  part  of  members  on  every  hand  during  the 
convention,  one  could  draw  no  other  conclusion  than  that  the  perpetuation 
of  place  and  power  for  the  insiders  rose  higher  than  weighty  matters  of 
groat  import  to  the  nation.  The  wire  pulling  could  almost  out-Tammany 
Tammany.  It  did  not  cease  after  the  convention  adjourned,  but  packed 
a  currency  committee  which  brought  forth  what  consistently  can  be  called 
a  wild  cat  currency  plan  that  Congress  would  not  swallow.  Perhaps  the 
members  of  Congress  had  been  listening  to  the  ground-swell  against  the 
heresy  of  an  unsecured  currency.  Perhaps  they  had  been  reading  the 
history  of  the  distressing  results  of  the  issue  of  credit  or  asset  currency  by 
banks  generally  during  the  18th  and  even  pasr  the  middle  of  the  19th  cen- 
tury, the  issue  of  which  seemed  somewhat  excusable  as  the  best  known  sub- 
stitute for  the  beads,  skins,  bullocks,  etc.,  of  earlier  days,  and  further,  be- 
cause of  lack  of  coin  as  a  medium  of  exchange  and  apparent  necessity  to 
issue  credit  currency  to  supply  fictitious  capital  in  the  absence  of  deposits 
which  represent  actual  surplus  capital.  I.  O.  U's.  are  not  capital  according 
to  the  testimony  of  all  sound  political  economists.  The  calamitous  results 
of  credit  currency  banking  up  to  a  century  ago  brought  about  a  campaign 
of  education  which  was  waged  for  many  years  'till  the  celebrated  bullion 
report  of  1810  in  Great  Britain  clarified  the  atmosphere  there  materially; 
but  she  did  not  get  over  serious  currency  troubles  until  1844.  That  cam- 
paign doubtless  raised  the  standard  of  currency  issues  by  a  general  demand 
for  a  secured  currency  based  on  bonds,  stocks,  mortgages,  etc.. 

The  19th  century  experiences  lessened  materially  the  comparative  losses 


to  note  holders  everywhere,  but  still  they  were  calamitous  in  results  up  to 
the  end  of  the  "wild  cat"  days  in  the  United  States — the  "tail  end"  of  which 
I  saw;  and  the  recollection  of  the  masses  generally  not  daring  to  sleep  over 
night  with  a  dollar  in  their  pockets;  the  thrift  of  the  note  shavers,  buying 
notes  at  discount;  and  above  all  the  destruction  of  the  great  bulwark  of  all 
progress,  confidence;  these  and  other  recollections  bring  on  the  nightmare, 
and  the  hope  never  to  see  any  approximation  to  their  like  again.  Two 
generations  have  passed  since  then  wherein  no  man  has  lost  a  moment's 
sleep  over  his  absolutely  secured  currency  (draw  one  from  pocket)  such 
as  I  now  show  you.  Like  children  we  ought  not  to  be  told  to  keep  away 
from  the  fire,  but  profit  by  the  experiences  of  the  past  before  trouble  over- 
takes us  again.  It  is  a  well  known  fact  that  in  1901  the  leaders  of  the 
American  Bankers'  Association  undertook  to  bring  about  a  sentiment  in 
favor  of  Branch  Banking  and  Asset  Currency  for  the  United  States.  The 
principal  speaker  at  the  convention  that  year,  Mr.  A.  B.  Stickney,  declaring 
that  we  should  adopt  the  British  System  of  Banking  in  the  United  States, 
and  that  in  this  country  "there  is  no  system,"  notwithstanding  the  fact  that 
our  National  Banking  System  has  proved  the  best  and  safest  the  world  has 
ever  known.  The  country  repudiated  that  monopolistic  and  revolutionary 
proposition.  Later  an  Asset  Currency  scheme.secured  by  a  first  lien  on 
assets  which  probably  would  make  the  currency  secure,  but  it  is  now  ad- 
mitted, would  rob  the  depositors,  thus  bringing  distrust  in  its  train,  was 
also  repudiated  by  the  country. 

There  is  no  dispute  as  to  the  fact  that  to-day  the  United  States  has  a 
banking  power  almost  equal  to  the  remainder  of  the  world.  That  power 
has  increased  over  300  per  cent,  in  fifteen  years.  The  individual  deposits 
are  over  12,000  millions  of  dollars  which  represents  actual  not  fictitious  capi- 
tal; our  credit  system  has  grow-n  to  collossal  proportions;  as  a  basis  for  this 
mighty  structure  we  hold  of  the  world's  standard  of  A'alue,  that  stands 
through  storm  as  well  as  sunshine, 
In  gold  coin,  say  $1,600,000,000 

In    addition   we   have 

In   silver,  nearly   700.000,000 

Legal  tender  notes  346,000.000 

National  bank  notes,  about 600.000.000 

Total  soft  money    -. $1,646,000,000 

Therefore,  in  view  of  the  vast  sums  of  non-standard  money  in  the  United 
States,  which  even  the  National  City  Bank  of  New  York  says,  threatens  to 
force  the  export  of  gold  under  the  Gresham  Law;  in  view  of  the  fact  that 
this  country  has  over  $800,000,000.,  uncovered  currency  w^hich  is  double  that 
of  Great  Britian,  France  and  Germany  combined;  in  view  of  the  fact  that  our 
per  capita  circulation  of  over  $32.  per  head  exceeds  all  other  progressive 
nations,  FVance  alone  excepted  where  cash  is  extensively  used  and  not 
checks,  because  of  the  stamp  tax;   in  view  of  the  fact  that  we  have  fought 


successfully  the  battle  of  the  standards  since  1873,  1  cannot  understand  why 
the  powers  that  be  in  the  great  American  Bankers'  Association,  who  ought 
lo  be  the  leaders  in  conservatism,  should  undertake  to  bring  about  a  senti- 
ment to  commit  this  country  to  18th  century  fiatism  again,  by  the  issue  of 
over  two  hundred  million  dollars  of  asset  or  credit  currency — as  a  starter 
only  according  to  one  of  the  most  aggressive  advocates — with  only  5  per 
r(>nt.  secured  and  95  per  cent.  fiat. 

This  plan  undoubtedly  would  arouse  distrust  in  the  minds  of  the  masses, 
especially  in  troublous  times,  when  it  is  of  paramount  importance  to  allay 
distrust.  Taint  our  currency  issues  with  even  a  breath  of  suspicion,  and 
our  prosperity  will  be  undermined  as  by  an  insidious  disease.  The  quick 
redemption  theory  I  am  convinced  will  prove  fallacious,  impractical  and  even 
impossible  under  our  system.  The  reasons  are  more  fully  explained  later. 
If  the  plan  did  not  work,  then  it  would  either  drive  gold  out  of  the  country 
by  the  injection  of  this  inferior  currency,  or  would  produce  inflation,  result- 
ing in  increased  frenzy  of  speculative  promotions  with  all  their  train  of  evils. 

A  currency  with  profit  in  it  spells  inflation  and  inflation  spells  disaster. 
One  ardent  advocate  of  asset  currency,  speaking  of  the  banks  exercising  the 
privilege  of  issuing  such  currency,  says  "which  they  will  be  sure  to  do  and 
will  only  do  it.  if  the  profit  is  sufficient  to  induce  them." 

As  the  contemplated  issues  are  subject  only  to  a  3  per  cent,  per  annum 
tax;  as  the  issues  are  entirely  at  the  voluntary  command  of  any  national 
bank,  practically  without  collateral  security;  as  many  good  banks  pay  3 
per  cent,  and  upwards  as  interest  on  deposits  and  the  quick  redemption 
theory  will  not  work,  how  many  banks  in  their  greed  for  profit  would  go  the 
full  length  of  their  tether,  stretching  the  rubber  currency  to  the  limit,  and 
thus  still  further  foster  the  evil  spirit  of  speculation  instead  of  instilling  a 
spirit  of  conservatism.  The  very  banks  that  ought  not  to  be  allowed  the 
right  would  be  the  very  ones  to  go  to  the  limit. 

QUANTITY    VERSUS    QUALITY. 

I  have  quoted  these  maxims  before,  but  deep-seated  error  requires 
rcp<'iition  of  them  aiiain  and  again.     Stimmed  up.  these  principles  are: 

1st.     Tho  cry  of  all  ages  is  for  more  money. 

2n(l.  That  rich  countries  will  have  all  the  coin  they  need,  providing 
no  impolitic  act  of  legislation  interferes  to  force  it  out  of  circulation  by  the 
iiijcciioii  of  inferior  currencies. 

ord.  When  the  coin  in  any  country  exceeds  the  effectual  demand,  no 
vigilance  of  Government  can   prevent   its  exportation. 

4th.  It  is  the  province  of  government  to  settle  the  quality  question 
of  money,  and  the  needs  of  commerce  will  settle  the  quantity. 

In  proof  of  the  above  maxims  the  object  lesson  of  the  exportation  of 
nior(^  than  twenty-five  millions  of  gold  in  the  past  sixty  days,  in  the  face 
of  a   high  interest  rate,  and   the  plea  of  the  asset  currency  advocates  for 


iiioif  miiiifv    ill  I  ho  United  States,  is  more  jioLent  than  pages  of  logic. 

It  is  generally  conceded  that  the  quality  of  our  money  is  unquestioned 
and  the  quantity  ample  for  all  legitimate  requirements  under  normal  con- 
ditions. Further,  that  we  have  vast  accumulations  of  surplus  capital,  im- 
mense deposits  and  a  large  per  capita  circulation;  therefore  if  a  national 
bank  extends  its  loans  to  the  limit  of  assets,  why  should  the  special  privi- 
lege be  granted  to  enter  the  field  of  "kiting"  by  swapping  I.  O.  U's.  taxed 
3  per  cent,  per  annum,  for  its  customer's  note  drawing  5  per  cent,  to  10  per 
cent,  interest  for  the  profit  there  is  in  it,  any  more  than  a  state  bank,  mer- 
chant or  manufacturer?  If  a  merchant  or  manufacturer  should  do  such  a 
thing  his  banker  would  call  a  halt  on  his  credit  at  once. 

Again,  under  normal  conditions  why  should  a  national  bank  loan  to  the 
limit  of  its  assets,  and  on  being  called  upon  for  currency  by  a  depositor  who 
has  actual  cajiital  deposited  subject  to  call,  or  a  city  correspondent  being 
called  upon  by  its  country  bank  depositor,  undertake  to  put  off  such  reason- 
able demands  with  the  answer,  "We  are  troubled  with  shorts  to-day,  as  we 
have  over-loaned  our  assets,  and  can  only  give  you  our  I.  O.  U's."  If  such 
I  O.  U's.  are  subject  to  quick  redemption,  the  issuing  bank  will  even  pay 
express  charges  to  get  this  so-called  asset  currency  to  the  ends  of  the 
country,  to  prevent  its  quick  redemption.  This  was  a  common  practice  in 
fiat  money  days. 

If  on  redemption  the  bank  is  still  troubled  with  the  "hard  up"  disease, 
it  simply  repeats  the  process,  thus  committing  in  the  eyes  of  the  law  a  clear 
case  of  bankruptcy. 

Under  panic  conditions  this  might  be  justifiable,  but  under  normal  con- 
ditions, never.  Instead  of  providing  easy  and  profitable  methods  of  cur- 
rency issues,  which  only  increase  speculative  frenzy,  let  us  put  a  sufficiently 
severe  penalty  upon  extra  currency  issues  to  prevent  over  expansion  of 
credits  in  banking,  as  well  as  in  all  other  pursuits,  if  we  would  Inspire  a 
spirit  of  conservatism. 

The  word  "elasticity"  is  a  sweet  morsel  to  play  upon  the  credulity  of 
an  innocent  public.  It  has  worried  the  political  economists  of  all  ages. 
Its  ghost  still  stalks  forth  in  this  enlightened  day.  The  disease  it  at- 
tempts to  cure,  I  diagnosed  in  a  former  address  as  "Hard-up."  A  large 
majority  of  the  human  family  have  an  annual  attack  of  it.  and  many  have  it 
in  chronic  form.  Easy  methods  of  issuing  I.  O.  Us.  rather  aggravate  the 
disease,  but  liberal  libations  of  conservatism  wonderfully  ameliorate  severe 
attacks. 

A  report  issued  last  fall,  compiled  by  the  late  .James  H.  Eckels,  proved 
conclusively  that  the  banks  generally  throughout  the  country  needed  no 
special  relief,  but  that  the  emergency  was  confined  almost  exclusively  to 
our  great  metropolis  where  the  final  reserves  are  held. 

No  man  realizes  more  forcefully  than  1  do,  the  apparent  necessity  for 
some  sound  measure  to  relieve  the  palpitating  heart  of  New  York  in  the 


fall  months.  As  competition  compels  the  payment  of  interest  on  deposits, 
the  New  York  banks  recoup  by  loaning  to  the  stock-jobbers  on  demand. 
Then  when  fall  seasons  approach  the  country  banks  call  for  their  own  capi- 
tal for  their  own  requirements.  If  it  is  necessary  to  manufacture  fictitious 
capital  in  the  shape  of  I.  O.  U's.  to  meet  the  demands,  let  it  be  done  on 
deposit  of  ample  security  and  with  an  interest  penalty  not  less  than  5  per 
cent,  to  preclude  profit  in  its  issue,  thus  forcing  automatically  its  retire- 
ment as  soon  as  pressure  is  over,  to  prevent  infiation  and  inspire  conserva- 
tism. If  a  life  line  is  thrown  out  to  pull  in  the  over-buoyant,  biting  at  a 
profitable  bait  at  all  times,  the  rash  promoter  will  be  swimming  beyond  his 
depth  continually. 

Further,  no  man  realizes  more  fully  than  I  do  the  great  need  of  some 
sound  relief  measure  to  provide  extra  cash  to  loan  to  all  solvent  parties  when 
panic  threatens,  in  order  to  prevent  the  wheels  of  commerce  from  being 
stilled,  which  result  always  produces  general  paralysis. 

The  easy  remedy  proposed  by  the  Currency  Committee  of  voluntarily 
issuing  fictitious  capital  by  banks  generally,  practically  without  collateral, 
at  their  own  sweet  will,  when  a  demand  is  made  upon  them  for  the  owner's 
actual  capital,  or  of  swapping  such  fictitious  capital  for  a  customer's  note, 
in  view  of  the  calamitous  results  recorded  profusely  in  all  history,  has  been 
rejected  generally  the  world  over.  I  feel  confident  that  if  the  bankers  of 
this  country  do  favor  the  unsound  measure  for  what  few  loaves  and  fishes 
there  are  in  it.  Congress  will  not  commit  the  unpardonable  blunder  of  plac- 
ing it  upon  the  statute  books. 

I  consider  the  proposition  of  the  American  Bankers'  Association  Com- 
mittee to  issue  credit  currency  or  I.  O.  U's.  subject  to  a  small  3  per  cent  tax 
secured  by  only  5  per  cent,  collateral,  and  the  other  95  per  cent,  pure  fiat, 
unsound,  unsafe,  unparalleled  and  positively  dangerous.  As  further  proof 
of  this  statement,  permit  a  quotation  from  a  late  address  by  Jacob  H.  Schiff 
of  New  York: 

"Personally,  .  hold  strongly  to  the  opinion  that  it  will  prove  unwise, 
if  not  dangerous,  to  clothe  six  thousand  banks  or  more  with  the  privilege  to 
issue  independently  a  purely  credit  currency,  no  matter  how  complete  the 
safeguards  may  appear  proposed  to  be  thrown  around  the  exercise  of  the 
privilege.  A  single  default  in  prompt  redemption  will  be  likely  to  create 
prejudice  against  the  entire  volume  of  the  outstanding  credit  currency,  with 
consequences  so  serious  that  no  chance,  however  remote,  ought  to  be  per- 
mitted to  be  taken  in  this  respect." 

As  I  have  dealt  largely  in  generalizations,  permit  me  to  present  specific 
proofs  for  the  faith  that  is  within  me: 

I    PRESENT   THE   FOLLOWING    FIVE   CHALLENGES: 

1st.  I  respectfully  challenge  any  member  of  the  currency  committee 
or  any  advocate  of  asset  currency  to  point  to  a  single  progressive  country 
on  earth  where  small,  independent  country  banks  are  allowed  to  issue  cur- 


rency  backed  by  only  5  per  cent,  collateral,  the  remaining  95  per  cent,  of 
such  currency  being  purely  flat. 

2nd.  I  challenge  any  man  to  prove  that  easy  methods  of  issuing  cur- 
rency have  not  been  discarded  in  all  progressive  nations. 

3rd.  I  challenge  any  man  to  disprove  the  fact  that  only  great  central- 
ized banks,  with  very  large  reserves  and  rigid  restrictions  as  to  loans,  in 
all  progressive  nations  are  allowed  to  issue  currency  at  all,  with  but  a  few 
exceptions,  where  charters  have  not  expired,  and  right  to  issue  is  limited 
under  rigid  restrictions  referred  to  later. 

4th.  I  challenge  any  man  to  prove  that  the  method  of  redemption  pro- 
posed— which  the  asset  currency  advocates  claim  as  the  crucial  test  of  suc- 
cess or  failure,  has  any  parallel  on  earth,  or  affords  any  practical  assurance 
that  it  will  work  under  our  banking  system. 

5th.  I  challenge  any  man  to  prove  that  "a  bank  note  is  essentially  the 
same  in  principle  as  a  deposit  payable  on  demand,"  or  that  "it  resembles  in 
character a  current  deposit  liability  of  the  bank." 

These  are  grave  challenges,  but  if,  by  the  logic  of  fact,  I  prove  the  truth 
of  my  declarations,  then  the  theories  of  the  asset  or  credit  currency  advo- 
cate ought  to  be  laid  away  forever. 

Let  us  diagnose  the  case  as  briefly  as  possible.  In  answer  to  Chal- 
lenge No.  1,  the  proposition  to  issue  currency  to  six  thousand  independent 
national  banks  with  a  capital  of  $25,000,,  and  upwards,  secured  only  by  a 
5  per  cent,  deposit,  95  per  cent,  being  flat,  is  unparalleled  to-day. 

The  following  countries  are  continually  cited  as  parallel  to  ours,  and  as 
models  for  us  in  the  issuing  of  asset  or  credit  currency.  The  claim  has 
been  reiterated  so  often  by  credit  currency  advocates  that  it  would  seem  by 
this  time  they  believe  the  black  crow  surely  is  white. 

CANADA. 

Canada  has  thirty-four  large  central  banks  with  say  1200  branches. 
They  issue  oun-ency  secured  by  a  5  per  cent,  deposit  and  by  a  first  lien 
on  assets.  No  bank  with  less  than  $500,000  subscribed  capital  can  issue 
currency.  Each  bank,  with  its  several  branches,  pays  out  only  its  own 
notes — 34  different  kinds,  not  over  6,000 — and  sends  all  others  home  for  re- 
demption. Canada's  total  banking  power  is  less  than  that  of  little  Massa- 
chusetts. She  is  asleep  compared  to  our  activity  and  it  would  seem  to 
require  a  very  vivid  imagination  to  find  any  parallel  conditions  there. 

GREAT  BRITAIN. 

Great  Britain  has  about  128  great  central  banks  with  5500  branches. 
Since  1844  the  Bank  of  England  has  had  the  sole  right  of  issue  in  Britain, 
except  those  banks  having  that  right  in  1844.  These  are  doomed  as  soon 
as  their  charters  expire.  The  aggregate  of  uncovered  issues  permitted 
to  them  is  about  £8,000,000  which  is  rarely  reached,  largely  because  of  tfye 
unlimited   liability  act.        The  clear  Intent  of  Great  Britain  Is  to  entirely 


eliminate  all  bank  note  issues  except  only  those  of  the  Bank  of  England. 
Clearly  there  is   no  parallel  there.. 

FRANCE. 

Since  1848  the  Bank  of  France  has  had  the  sole  right  of  Issue  in  Prance. 

Congressman   Fowler  in  his  zeal  for  asset  or  credit  currency,  states  that: 

The  Bank  of   France  can   issue 1.160  miiS.  dols. 

of  credit  notes,  but  had  out  only                               929  mils.  dols. 

Further,  he  admits  the  Bank  of  France  had  on 

hand   in  gold                                                                588  mils.  dols. 

And    omits    entirely    to   mention    silver    on    hand    213  mils.  dols. 

Making  total    coin    on    hand                                           801  mils.  dols. 

or  say  87  per  cent,  of  coin  to  notes  outstanding. 

If  we  add  to  the  notes  outstanding  of                       929  mils.  dols. 

Deposits  subject  to  check,  as  stated  by    him,           124  mils.  dols. 

Making  total  1,053  mils.  dols. 

then  the  Bank  of  France  holds  about  76  per  cent,  of  coin  iu  its  vaults  as 
against  liabilities.  The  National  Banks  here  have  less  than  one  tenth 
such  coin  reserves.  In  that  same  report  to  Congress,  Mr.  Fowler  says: 
"In  1803,  when  the  charter  of  the  Bank  of  F'rance  was  under  consideration 
for  renewal.  Napoleon,  with  his  own  hand,  inserted  in  the  draft  of  the  bill 
these  prerequisites  for  note  issues." 

"The  notes  shall  be  covered  by  coin  held  by  the  bank  or  by  notes  se- 
cured by  collateral,  or  by  notes  signed  by  three  responsible  persons." 
"That  is  the  law  to-day  with  regard  to  its  note  issues." 

In  view  of  these  statements  one  is  led  to  wonder  if  Mr.  Fowler's  logic 
is  not  somewhat  queer. 

is  there  any  parallel  there? 

GERMANY. 

L.  Carroll  Root  said  several  years  ago: — "The  National  or  Imperial  Bank 
is  the  center  of  the  system,  with  the  evident  intent  on  the  part  of  the  Gov- 
ernment ultimately  to  transfer  to  it  thesole  right  of  issue."  This  Bank 
has  the  right  to  issue  uncovered  notes  under  rigid  restrictions  to  the  amount 
of  112  miilion.s  of  dollars,  and  on  any  excess  it  pays  a  5  per  cent,  tax  to  the 
Government.  The  other  large  issuing  banks  are  now  reduced  to  only  four. 
Their  uncovered  circulation  cannot  exceed  18  millions  of  dollars,  and  they 
are  doomed. 

Is  there  any  parallel  there? 

As  time  forbids  further  details,  permit  a  grand  summing  up  of  com- 
parisons between  the  banks  of  issue  In  Europe  and  those  of  the  United 
States,  covering 

Capital,  specie,  circulation,  etc.,  of  the  great  European  single  banks  of  issue 
on  or  about  June  30th,  1906. 


In  Millions. 

( "apil^il* 'i'''il''' '""•   f>cii.  &  cur-        Total        Loans. 

Imperial    Hank   of  Germany. ..$  28.9       $    412.0       $"l49.9      "%    211.1   $    345.7 

Bank  or  Austiia-Hungaiy    ....  41.9  87G.r,  31.6  299.2  189.8 

National  Rank  of  Bolgium....  9.6  136..^  16.3  24.1  124.8 

National    Bank  of  Bulgaria...  1.8  8.6  17.0  7.6  11.9 

National  Bank  of    Denmark...  6.8  34.9  .8  27.2  13.7 

Bank  of  Spain   28.9  305.7  134.2  2U(J.2  154.4 

Bank  of  Finland    1.9  18.2  4.2  5.2  11.7 

Bank  of  Prance    35.2  908.8  189.1  803.4  255.3 

National   Bank  of  Greece 3.9  23.1  23.4  .4  21.6 

Bank  of  It^lv    28.9  213.3  90.6  152.7  91.6 

Bank  of  i^aples   11.6  66.6  16.1  32.8  34.5 

Bank  of  Sicily    14.8  10.6  9.1  10.9 

Bank  of  Norway    3.5  21.4  1.9  8.0  12.0 

Bank  of  Netherlands    8.0  113.0  2.5  57.1  59.8 

Bank  of  Portugal    14.6  74.5  29.3  13.7  26.5 

National  Bank  cf  Rxxumania.  .  2.9  43.1  15.0  25.2 

Bank  of  England   70.8  146.8  280.3  187.8  156.8 

Imperial  Bank  of  Russia   ...  .  28.3  591.0  109.8  455.9  208.3 

National  Bank  of  bervia   1.1  6.6  .6  4.5  2.3 

Royal  Bank  of  Sweden   11.9  52.2  12.2  20.6  37.0 

Total  20  bank.s   $340.5      $3,567.6       $1,120.4         $2,525.6  $1,793.8 

The  foregoing,  practically  banks  of  issue  and  not  of  deposit,  show  de- 
mand liabilities  versus  coin  reserves,  as  compared  to  the  National  Banks  of 
is.sue  in  the  United  States,  as  follows: 

In  Millions. 
20  Ehiropean  Banks.     6137  U.  S.  Nat'l  B'ks. 

Circulation   outstanding    $3,567.6  IVxils.         $    517.9  Mils. 

Deposits    1,120.T  Mils.  5,898.0  Mils. 

Total    $4,688.0  Mils.         $6,415.9  Mils. 

Coin  reserves  held  2,525.0  Mils.  464.4  Mils. 

Mark  the  fact  that  the  great  issuing  banks  of  Europe  hold  54  per  cent. 

oi  demand  liabilities  in  coin,  as  against  only  7  per  cent,  in  the  United  States. 

Mark  again  as  records  show,  the  total  currency  issues  by  all  the  other 
great  European  banks  of  deposit  on  June  30th,  1906,  approximated  but  150 
millions  of  dollars,  and  when  the  charters  expire  of  the  four  German  banks 
and  those  of  Great  Britain,  the  right  to  issue  currency  by  all  of  them  being 
doomed,  there  will  be  none  left  in  Eturope  to  issue  currency  except  these 
twenty  great  centralized  banks  and  the  banks  of  Switzerland. 

Do  not  the  foregoing  facts  conclusively  show  that  the  progressive  Euro- 
pean nations  each  have  one  great  issuing  bank,  which  might  be  termed  the 
governor  to  the  engine,  expanding  and  contracting  automatically  without 
distrust,  because  they  have  immense  coin  reserves  and  quick  assets,  and 
that  the  issue  of  credit  or  any  other  kind  of  currency  by  small,  independent 
banks  has  practically  been  totally  abolished  all  over  Europe  and  therefore 
there  is  no  parallel  there  ? 

UNITED   STATES   CURRENCY    HISTORY. 
To  show  the  absurdities  in  comparing  certain  early  banking  conditions 


in  the  United  States  to  present  needs,  permit  me  to  briefly  quote  from  my 
debate  with  Congressman  Fowler  four  years  ago,  because  to-day  the  asset 
currency  advocates  are  parading  these  same  heresies  in  sui)i)ort  of  fiat 
money.        I  leave  an  Intelligent  public  to  draw  its  own  ronolusions. 

What  about  former  New  England  Banking?  The  Suffolk  system, 
the  Banks  of  Indiana  and  Louisiana  and  several  others  so  often  quoted 
by  Asset  Currency  advocates?  Simply  this.  On  pages  302-3  and'  4  of 
the  Report  of  the  Monetary  Commission,  under  the  head  of  New  England 
Hank  Currency,  we  find  that  "in  some  states  an  unlimited  liability  for 
both  notes  and  deposits  was  enforced  upon  the  officers  in  case  of  misman- 
agement. In  some  instances  the  stockholders  were  liable  to  the  amount 
of  their  stock  for  the  ultimate  payment  of  the  notes,  and  in  Rhode  Island 
they   were   subject  to  unlimited   liability." 

Under  the  "Suffolk  System"  each  country  bank  kept  $2,000  on  de- 
posit in  Boston  without  interest.  Banks  were  compelled  to  pay  out 
only  their  own  notes,  and  send  all  others  to  Boston  for  redemption.  This 
compulsory  redemption,  lack  of  confidence  in  paper  money  generally  and 
scarcity  of  gold  in  those  days  brought  about  the  redemption  of  bank  notes 
in  that  sy-stem  ten  times  over  every  year,  thus  entailing  exasperating  an- 
noyances, constant  assorting  and  expense  for  express,  etc.,  and  history 
says:  "Country  banks  were  loud  in  their  denunciation  of  the  system,  and 
there  was  always  friction  between  the  City  and  Country  banks."  With 
all  the  rigid  regulations  the  loss  to  holders  of  notes  in  failed  banks  in 
that  small  system  was  $877,327.  Under  the  Free  Banking  System  in 
New  York  State  the  loss  to  noteholders  was  about  $400,000.  As  no  man 
has  ever  lost  a  dollar  in  the  past  forty  years,  nor  sleep  either,  under  our 
vast  National  system,  distrust  is  entirely  eliminated,  therefore  no  one 
troubles   himself   about   redemption. 

In  the  Sound  Currency  Red  Book,  in  an  article  by  Horace  White,  a 
strong  advocate  of  asset  currency,  pages  207  to  210,  we  find  under  the 
head   of 

STATE    BANK    OF    INDIANA. 

"On  all  applications  for  loans  above  $r)0().,  a  majority  vote  of  five- 
sevenths  of  the  board  was  necessary,  and  this  must  be  entered  on  the 
minvitts  with  the  names  of  the  directors  so  voting.  Directors  were  in- 
(hvidually  liable  for  losses  resulting  from  infraction  of  the  law,  unless  iliey 
had  voted  against  the  same  and  caused  their  votes  to  be  entered  on  the 
minutes,  and  had  notified  the  Governor  of  the  State  of  such  infraction  foilli- 
with,  and  had  published  their  dissent  in  the  nearest  newspaper.  .\iiy 
absent  director  to  be  deemed  to  have  concurred  in  the  action  of  the  hoard, 
unless  he  should  make  his  dissent  known  in  like  manner  within  six  months." 
One-half  of  the  stock  belonged  to  the  Stale.  The  Banks  i)rin(ii)al  busi- 
ness was  loaning  its  own  notes,  its  deposits  being  but  a  small  fraction  of 
its    capital." 
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Again,  under  the  Indiana  experience,  the  banks  were  limited  in  their 
jigKiegate  of  loans  to  two  and  one-half  times  their  capital.  The  aggregate 
of  loans,  including  other  securities  in  National  Banks  to-day  is  over  five 
and  one-half  times  their  capital. 

We  also  find  under  the  head  of — 

LOUISIANA   BANK   ACT  OF   1842. 

1st.  A  specie  reserve  equal  to  one-third  of  all  the  Bank's  liabilities  to 
the  public. 

2nd.  The  other  two-thirds  of  its  liabilities  to  be  represented  by  com- 
mercial paper  having  not  more  than  90  days  to  run. 

3rd.     No  bank  to  pay  out  any  notes  but  its  own. 

4th.  All  commercial  paper  to  be  paid  at  maturity,  and  if  not  paid,  or  if 
an  extension  were  asked  for,  the  account  of  the  party  to  be  closed  and  his 
name  sent  to  the  other  banks  as  a  delinquent. 

It  would  take  a  powerful  glass  to  spy  out  a  gallery  of  bankers  that 
would  stand  such  ridiculous  rules  as  those. 

References  warmly  advocating  the  Indiana  and  Louisiana  systems  by 
Horace  White  and  Congressman  Fowler  were  made  at  New  Orleans  before 
the  American  Bankers'   Convention. 

I  will  ask  in  all  seriousness:  If  we  were  to  adopt  the  Louisiana 
Act  of  1842,  compelling  the  keeping  on  hand  of  33  1-3  per  cent,  in  specie 
of  all  liabilities  to  the  public,  the  National  Banks  would  hold  to-day  more 

than $2,000,000,000  specie 

whereas  they  hold,  say   7  per  cent.,  or  about   460,000,000  specie 

The  rigid  Louisiana  Act  would  require  an  additional  $1,540,000,000  of 
coin  reserve.  Under  the  Louisiana,  Indiana,  Iowa  and  Ohio  exjperiences 
which  are  almost  parallel  as  to  reserves,  we  would  be  compelled  to  keep 
four  times  as  much  specie  reserve  as  we  do  now.  Where  would  the  coin 
come  from,  and  who  would  retain  their  National  Bank  Charter  under  such 
rigid  rules  and  many  others  not  enumerated?  Progress  would  simply 
be  throttled.  Amid  the  wreckage  of  thousands  of  banks  in  our  early 
history,  these  isolated  cases  of  overrigid  regulations  and  limitations  of 
development,  cannot  be  considered  parallel  to  20th  century  conditions. 

To  sum  up  American  history,  we  find  in  the  "History  of  Banking  in  all 
Nations" — page  337 — under  "Free  and  Safety  Fund  Banking  in  New  York 
State,"  that  "the  notes  of  25  of  them  were  rejected,  and  all  the  safety  fund 
and  free  bank  notes  were  at  a  discount." 

Again,  "In  December,  (1840)  it  was  reported  that  few  brokers  would 
buy  the  notes  of  any  free  banking  association"  and  "the  notes  of  many  of 
the  safety  fund  banks  of  the  interior  are  regarded  with  great  distrust." 

The  same  authority  says,  in  referring  to  all  banks  of  issue  from  1789 
to  1841,  that  "the  estimated  losses  on  their  circulation  were  18.1  millions 
of  dollars.  John  J.  Knox  in  his  history  says  that  from  1789  to  1864 
"the  probable  losses  to  note  holders  were  about  5  per  cent,   per  annum." 
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Further,  "the  circulating  notes  of  state  banks  were  subject  to  violent  ex- 
pansion in  times  of  confidence  and  sudden  contraction  when  distrust  oc- 
curred." 

The  pages  of  these  authorities,  as  well  as  many  others,  are  strewn 
with  proofs  of  the  sickening  details  of  losses  to  note  holders,  caused  by 
bank  issues,  some  based  on  pure  credit  and  others  based  on  various  col- 
laterals. Evidently  Indiscriminate  fiat  currency  issues  have  been  time- 
tried,  tested,  found  wanting  and  practically  rejected  the  world  over. 
Distrust  and  calamitous  losses  killed  them. 

Are  these  facts,  not  theories,  a  complete  answer  to  Challenge  No.  1, 
and  do  they  not  also  cover  No.  2  and  3? 

"REDEMPTION  TH  EORY— CHALLENGE  No.  4. 

The  Washington  Committee  and  the  supporters  of  fiat  currency  de- 
clare "The  prompt  redemption  of  this  credit  currency  involves  the  crucial 
principle   of   the   plan,   on  which   its   ultimate   success  or   failure  depends." 

Let  us  see.  Section  8  H.  R.  Bill  No.  23,017  provides  that  the  Comp- 
troller of  the  Currency  shall  designate  certain  cities  conveniently  located 
in  the  various  sections  of  the  United  States  for  the  current  daily  redemp- 
tion of  said  national  bank  guaranteed    (?)    credit  notes;    he   shall  fix   rules 

and   regulations  for  such  redemptions; he  shall  require  such  bank 

to  make  arrangements  satisfactory  to  him  for  the  current  daily  redemp- 
tion of  such  notes  in  every  redemption  city  so  designated."  Just  think 
of   it!  Daily   redemption  in  every   redemption   city. 

I  fear  the  Washington  Committee  found  a  practical  answer  to  these 
regulations  so  difficult  of  solution,  that  it  politely  turned  them  over  to 
the  Comptroller  of  the  Currency  as  the  easiest  way  to  rid  themselves  of 
tlie  problem. 

In  former  addresses  I  have  declared  there  are  three  things  necessary 
to  bring  about  quick  redemption.  I  recede  not  one  jot  or  tittle  from 
that    position.         These   requisites   are: 

1st.     Distrust  in  the  mind  of  the  holder  of  a  note. 

2nd.     A  compulsory  law  to  drive  it  home. 

3rd.     A  high  tax  to  make  it  unprofitable  except  under  stress. 

The  first  head  should  need  no  argument.  Should  not  a  currency 
scattered  to  the  ends  of  the  country,  be  so  secure  that  no  man  would  ever 
give  it  a  suspicious  thought? 

We  have  for  over  forty  years  had  a  currency  whereby  no  citizen  has 
lost  a  night's  sleep.  He  cared  not  for  its  redemption,  because  distrust 
as  to  Its  solidity  is  entirely  eliminated,  by  a  100  per  cent,  collateral  de- 
posit. As  the  contemplated  new  issues  are  to  be  secured  only  by  a  5  per 
cent,  deposit  they  would  not  inspire  confidence.  If  even  a  suspicion 
enters  the  minds  of  the  masses  that  any  dollar  issued  is  not  as  secure  as 
every  other  dollar,  then  this  new  currency  will  go  home  quickly,  but  at 
the  same  time,  as   the  masses  cannot   be  expected   to  discriminate,  all   ttur 
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currency  Issues  will  be  discredited  and  quick  redemption,  even  as  rapid 
as  In  Canada,  costing  2  per  cent,  per  annum  will  follow.  This  would  more 
than  wipe  out  all  profit  in  our  present  national  currency  issues,  and  thus 
work  a  bunco  game  on  all  banks  holding  2  per  cent,  bonds.  These  bonds 
sell  at  par  or  above  only  because  they  can  be  used  as  a  basis  for  circula- 
tion not  subject  to  quick  redemption. 

If,  on  the  other  hand,  the  new  issues  would  be  above  suspicion,  in  the 
lime  light  of  our  past  experience,  what  reason  should  we  have  to  expect 
quick  redemption? 

On  pages  119  and  121  of  the  1906  report  of  the  U.  S.  Treasurer,  we 
find  an  average  annual  redemption  since  19Q0  of  fit  national  bank  currency 
returned  to  the  banks  of  issue  approximating  $1.  in  $6.,  outstanding,  thus 
taking  six  years  to  turn  the  whole  issue  over  once.  Why  is  this  so? 
The  answer  is  simple. 

The  bank  over  which  I  have  the  honor  to  preside  never  sent  in  a  dol- 
lar of  fit  national  bank  notes  for  redemption  in  the  42  years  of  its  existence. 
We  simply  pay  out  national  bank  notes  over  the  counter  retaining  legal 
reserve  money  and  can  see  no  earthly  reason  why  we  should  lose  time  and 
pay  express  charges,  even  to  Milwaukee,  to  have  a  note  redeemed  that  is 
good  beyond  question.  The  United  States  Treasurer's  report  shows 
conclusively  the  great  bulk  of  the  national  banks  have  done  likewise. 

I  ask  any  banker  present  to  raise  his  hand  if  his  bank  ever  sends  good 
notes  home  for  redemption.     Not  a  hand  raised. 

There  can  be  no  earthly  inducement  to  the  state,  private,  and  savings 
banks  doing  two-thirds  of  the  banking  business  in  the  United  States  to 
spend  a  penny  in  sending  absolutely  good  notes  home  for  redemption,  no 
matter  how  many  redemption  agencies  there  are.  No  private  individual 
would  ever  think  of  doing  it.  The  day  is  done  for  costly  quick  redemp- 
tion, practically  the  world  over. 

Now  for  the  second  head — "A 'compulsory  law  to  drive  It  home."  In 
Canada,  under  the  blighting  effects  of  their  branch  bank  system,  the  banks 
pay  out  only  their  own  notes,  which  results  in  sending  all  currency  home 
twelve  times  a  year;  and  in  Scotland  all  notes  are  redeemed  twenty  times 
a  year.  No  intelligfent  man  denies  that  under  our  splendid  independent 
system,  which  has  contributed  wonderfully  to  our  rapid  development,  it 
is  a  physical  impossibility  for  the  separate,  independent  6,000  national 
banks  to  pay  out  only  their  own  notes  and  send  all  others  to  redemption 
agencies,  thus  compelling  redemption  as  is  done  in  Canada  and  Scotland 
under  the  branch  banking  system.  Page  122  of  the  same  Treasurer's  re- 
port shows  the  cost  of  redemption  for  12  years  averaged  over  |1.  per 
thousand,  thus  Indicating  that  if  redemptions  were  as  rapid  here  as  in 
Canada  the  cost  would  be  now  about  $6,000,000.  per  annum,  not  counting 
loss  of  interest  on  funds  in  transit,  which  would  be  about  $6,000,000.  more. 

If  such  currency  Is  in  the  same  form  as  our  present  national  bank  notes, 
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are  our  tellers  going  to  waste  their  valuable  time  sorting  out  such  issues, 
if  there  is  no  doubt  that  "their  redeemer  liveth?"  Daily  redemptions 
require  coin  deposits  with  redemption  agencies,  useless  time  which  the 
banks  generally  must  pay  for,  and  would  make  a  picnic  for  the  express 
companies.  Enforced  quick  redemption  is  an  expensive  luxury.  It 
will  work  under  a  branch  bank  system,  but  it  is  impractical  under  ours. 
For  one,  I  do  not  propose  to  be  accessory  to  my  own  hanging  by  aiding  In 
bringing  about  any  branch  banking  system,  which  I  confidently  believe  Is 
the  ultimate  end  in  view  of  many  of  the  asset  currency  advocates. 

In  view  of  these  facts,  not  theories,  is  not  the  "crux  of  the  problem" 
a  failure  and  is  not  the  whole  quick  redemption  argument  fallacious  un- 
der our  system? 

With  regard  to  the  third  head,  "A  high  tax  to  make  such  currency 
profitable  except  under  stress,"  I  assert  that  with  a  5  per  cent,  tax  on  ex- 
tra currency  issues,  the  moment  the  pressure  for  funds  is  over,  a  deposit  of 
funds  in  Washington  by  the  issuing  bank  to  redeem  the  extra  issues,  at 
once  reduces  the  circulation  of  the  country  to  normal  conditions,  without 
continued  expensive  and  annoying  redemption  absurdities.  It  is  sim- 
plicity itself,  inexpensive,  absolutely  effective  and  automatic  in  its  opera- 
tion. Give  us  absolute  security  for  such  issues  to  eliminate  distrust  and 
the  relief  sought  for  is  accomplished. 

BANK   NOTE   NOT  SIMILAR   TO   A   DEPOSIT. 

Now  for  the  last — Challenge  No.  5.  It  is  said  that  what  settled  the 
question  in  favor  of  asset  currency  with  the  Washington  Committee,  was 
the  absurd  statement  that  has  been  going  the  rounds  and  is  still  harped 
about,  that  "A  bank  note  is  essentially  the  same  in  principle  as  a  deposit 
payable  on  demand,"  or  "simply  a  current  deposit  liability  of  the  bank." 

Congressman  Fowler  attempts  to  clinch  this  fallacy  with  the  following 
arguments:  "For  one  hundred  and  forty  years  there  was  no  such  thing 
in  Scotland  as  a  deposit  subject  to  check.  The  banKs  simply  exchanged 
their  credit  notes  payable  on  demand  for  the  time  obligations  of  the  people." 

"On  December  31,  1905,  the  people  of  Scotland  held  the  credit  notes  of 
the  eleven  banks  of  Scotland  to  the  extent  of  $35,000,000.,  and  there  was  on 
deposit  in  the  same  banks  to  the  credit  of  the  people,  subject  to  check. 
fC'00,000,000.,  disclosing  a  complete  change  of  habit  in  the  use  of  credit." 

What  amazing  logic!  During  that  140  years  there  was  practically  no 
surplus  capital,  and  therefore  no  deposits  to  check  against,  and  fictitious 
capital  in  the  form  of  currency — called  "coined  credit"  in  Sumner's  His- 
tory— was  issued  by  banks  and  loaned  to  the  people.  Possibly  the  pov- 
erty of  the  times  might  justifythe  issue  then,  but  Dec-^  31.  1905,  the  peoplp 
of  Scotland  evidently  had  $500,000,000  of  surplus  capital  deposited  in 
bank,  subject  to  their  call  by  check,  disclosing  a  condition  of  ease,  as  com- 
pared to  the  former  "Hard  up"  disease. 

The   people   of   the   United    States    have    12,000    millions   of   dollars   of 


11  -  - 

surplus  capital,  subject  to  check,  with  ample  sound  money  to  meet  normal 
demands,  and  therefore  the  issue  of  unsecured  asset  currency  to  pay  off 
demands  of  depositors  is  simply  a  cheap  quack  medicine  to  cure  the  "Hard 
us"  disease.  As  I  said  before,  it  is  an  act  of  bankruptcy  to  attempt  it 
on  the  asset  currency  advocates'  plan.  Tlie  only  true  remedy  to  com- 
pel conservatism  is  to  penalize  relief  for  over-expansion  of  credit,  instead 
of  adding  an   easy  method,   unsecured,   profltable-asset-currency   stimulant. 

If  more  convincing  proofs  are  needed,  permit  me  to  quote  briefly 
from  only  two  acknowledged  authorities,  to-wit:  John  Jay  Kuox  in  his 
History  of  Banking,  page  313,  says:  "The  creation  of  wealth  by  means  of 
bank  notes  was  the  great  heresy  of  the  period  between  the  years  1811  and 
1861 — as  the  creation  of  wealth  by  government  issues  and  fiat  has  been 
the  chief  financial  heresy  since  that  date." 

From  "History  of  Banking  in  all  Nations,"  volume  1,  page  23,  I  find — 
"Any  encouragement,  therefore,  which  was  given  to  the  notion  already  so 
widely  current  that  paper  issues  could  increase  capital  was  directly  mis- 
chievous." 

1.  O.  U.'s  ai-e  fictitious  capital  an<l  deposits  represent  actual  capital. 

DEPOSITORS   LOSE 

whether  under  a  plan  of  first  lien  on  assets  or  under  the  unsecured  asset 
currency  scheme. 

Let  us  see.  Under  the  law,  for  every  $100,000  of  circulation  is- 
sued, $100,000  of  government  bonds  are  deposited  to  secure  it.  In  case 
the  bank  fails,  the  currency  is  more  than  cared  for  by  the  bonds  and  the 
other  full  assets  are  left  for  the  depositors. 

Under  the  unsecured  asset  currency  scheme,  the  $100,000  currency  is- 
sued is  loaned  on  commercial  paper. 

The  last  report  of  the  Comptroller  of  the  Currency  shows  for  banks 
that  have  failed  since  the  national  system  was  adopted — 

Nominal   assets   at  date  of  suspension $204,671,427. 

Losses    on    assets 92,152,092. 

or  about  45  per  cent,  of  assets. 

Is  It  not  clear  that  for  every  $100,000  in  commercial  loans  instead  of 
bonds,  the  depositors  would  receive  $45,000.  less  in  dividends  than  under 
&  secured  currency?  Will  not  this  fact  increase  distrust,  and  upset  the 
unsound  average  loss  theory?  I  hope  the  statesmen  of  this  country  will 
never  permit  us  to  turn  from  the  rule  of  undoubted  security  into  the 
realms  of  dabbling  on  margins  •  for  security  of  the  people's  standard  of 
value.        The  nostrum  is  pure  populism! 

But  enough.  I  love  my  country.  I  desire  to  see  New  York  th.e 
Woi-ld's  Fin:,ncial  Center,  and  this  country  generally  continue  to  be  the 
most  prosperous  on   earth.         Confidence  upbuilds,   distrust  destroys. 

The  lowering,  by  the  issue  of  asset  or  credit  currency,  of  our  stand- 
ard of  value,  which  we  have  fought  so  valiantly  to  raise  for  over  thirty 
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years,  and  which  has  built  us  up  so  grandly,  I  firmly  believe  will  breed 
distrust,  tear  down  our  upbuilding  and  indefinitely  postpone  the  day  of 
supremacy. 

No  man  dares  deny  that  the  issue  of  asset  currency  by  small  independ- 
ent banks  has  been  discarded  the  world  over,  including  the  United  States, 
therefore,  if  I  have  been  heroic  in  the  treatment  of  the  case,  in  view  of 
some  good  men  drawing  erroneous  conclusions  on  the  subject,  largely  I 
fear  because  of  a  lack  of  a  thorough  study  of  the  world's  history  on  cur- 
rency questions,  and  because  they  have  been  swayed  by  fallacious  ar- 
gument, I  may  be  pardoned  for  the  reason  that  I  feel  certain  that  opening 
the  door  to  asset  surrency  is  unsound,  unsafe,  unparalleled  to-day  among 
progressive  nations,  and  positively  dangerous  to  our  welfare.  "He  who 
will  not  profit  by  the  experiences  of  the  past,  gets  knowledge  when  trouble 
overtakes  him." 

REMEDY. 

But  I  hear  you  call  for  a  sound  remedy  to  prevent  panic  conditions. 
Permit  me  to  say  that,  from  a  world  view  of  history,  this  problem  has 
worried  the  political  economists  of  all  ages;  and,  as  proof  that  it  is  a 
knotty  problem,  none  of  the  widely  different  views  in  this  country  have 
as  yet  crystallized  into  law.  In  the  light  of  history,  can  anyone  doubt 
it  is  of  vital  importance  to  the  nation's  welfare  that  no  mistake  be  made 
in  the  issue  of  currency?  Personally  I  care  not  what  plan  is  adopted, 
providing  the  currency  is  amply  secured  and  no  inflation  results.  I  am 
free  to  say  that  after  many  years  of  diligent  study  over  this  problem, 
I  am  firmly  convinced  the  recommendation  of  the  New  York  Chamber  of 
Commerce  for  a  bank  similar  to  the  Imperial  Bank  of  Germany  is  far  the 
best. 

With  careful  restrictions  as  to  reserves  and  quick  assets,  the  Imper- 
ial Bank  is  allowed  what  is  called  a  "Kontingent"  issue  of  $112,500,000  of 
currency,  without  any  material  charge  on  the  issues. 

The  present  issues  of  currency  under  our  national  banking  system 
practically  takes  the  place  of  the  German  "Kontingent"  issues.  Ger- 
many's solution  of  the  elastic  problem  compels  a  payment  of  5  per  cent, 
to  the  Government  for  every  "mark"  issued  in  excess  of  the  "Kontingent" 
currency,  and  this  is  where  the  relief  sought  comes  in  without  the  attend- 
ant evils  of  inflation  or  any  suspicion  of  distrust,  because  the  Imperial  Bank 
has  a  large  capital,  the  reserves  as  to  the  elastic  issues  are  liberal,  and  its 
loans  are  under  very  conservative  restrictions. 

The  capital  stock  of  such  a  bank  might  be  $50.000.000.,  to  be  taken  by 
the  banks  of  the  country  in  sums  not  to  exceed  5  per  cent,  of  the  capita! 
of  each,  to  prevent  monopoly,  and  each  state  bankers'  association  might 
annually  elect  one  man,  and  jointly  they  could  elect  say  nine  directors, 
three  for  three  years  each,  alternating — thus  abolishing  all  political  in 
terference  and  accomplishing  the  object  sought  on  sound  lines. 
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ELASTICITY. 

The  United  States  National  Bank,  if  such  we  may  call  It,  might  have 
authority  to  issue  up  to  $150,000,000,  as  an  experimental  limit,  of  national 
bank  notes  by  it,  under  a  tax  of  5  per  cent,  to  drive  it  home  as  soon  as 
pressure  is  over.  Such  issues  to  be  loaned  only  under  conservative 
restrictions  on  quickly  convertible  securities,  thus  preventing,  as  far  as 
possible,  panic  conditions. 

This  plan  will  accomplish  the  object  sought  in  an  absolutely  sound 
manner;  it  will  not  lead  the  bankers  of  the  country  generally  to  further 
expand  their  credit  and  thus  feed  the  fires  of  speculation  which  have  al- 
ready gone  beyond  the  limits  of  conservatism;  it  will  not  drive  gold  out  of 
the  country  under  the  Gresham  law  by  the  injection  of  any  more  Inferior 
currencies,  which  must  be  avoided  if  our  standard  of  value  is  to  be  main- 
tained, and  New  York  city  Is  ever  to  become  the  world's  financial  center. 
It  will  also  furnish  cash  at  all  times  when  necessary  to  move  the  crops, 
or  under  panic  conditions  to  loan  to  all  solvent  parties  that  the  wheels 
of  commerce  be  not  stilled  and  general  paralysis  result;  the  rate  of  in- 
terest will  automatically  drive  home  the  extra  issues  as  soon  as  confidence 
is  restored,  inflation  will  not  result  and  the  machinery  will  be  ready  for  the 
next  urgent  call;  10,  20,  50  or  100  per  cent,  money  will  be  unknown,  and  the 
bears  will  be  checked  in  their  Black  Friday  onslaughts;  the  Secretary  of 
the  Treasury  will  heave  a  sigh  of  relief  from  pressing  importunities; 
every  bank  in  the  country,  whether  national,  state,  private  savings  or 
trust  company,  will  directly  or  indirectly  through  correspondents,  get  re- 
lief if  entitled  to  it. 

In  the  matter  under  discussion  clearly  the  trend  of  all  progressive 
countries  is  toward  the  concentration  of  the  power  to  issue  currency. 

I  am  a  country  banker,  but  my  patriotism  rises  higher  than  to  advocate 
narrow,  selfish  motives  in  the  issue  of  currency  for  what  few  loaves  and 
fishes  there  are  in  it.  Statesmanship  alone  should  reign.  Whatever 
plan  is  provided,  our  standard  of  value  should  never  be  tarnished,  be- 
cause distrust  breeds  panic.  On  the  contrary  it  should  be  above  sus- 
picion, that  confidence,  the  great  bulwark  of  all  progress,  may  be  ours  to 
the  fullest  possible  extent. 

ANDREW    J.    FRAME. 

ADDENDA. 
On  July  25th  after  the  convention  had  listened  for  half  an  hour  to 
an  argument  by  John  Perrin.  President  of  the  American  National  Bank 
of  Indianapolis,  in  behalf  of  the  American  Bankers'  Association  committee's 
plan,  with  no  one  on  the  program  to  combat  his  theories,  the  Wisconsin 
State  Bankers'  Association  with  only  two  dissenting  A^oices  passed  like  res- 
olutions to  those  passed  by  the  Minnesota  convention.  These  acts  clearly 
indicate  that  the  mighty  west  pleads  for  security  and  not  for  flat  currency 
issues. 
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